
Internal Revenue Service 
District Director 

Department of the Treas~iy 

IFer-sc21.i t i 7  t;~)ntac.j:.: 
****** * ** * **** *** ***** ** 
ihr i . t .ac.  '1-el.enl-lone I\lr.tmber: 
* ***** * ***********  

R e f e r  R e o l v  t o :  
** * *  ** * **** ** ***

bie have conc-ldered \/@t.rt- aoz l ica-c l .on fol- recor_ ln i t lon  rjf e: :em~tior\  
under s e c t i o n  5iI.Lir- J 1'5'1 o f  t h e  In te l - r i a l  F:evencre Code. 

* .  
I ne ev idence  alP.es;?ni:ed d:iscloc.ed tha - t  vact were incoroi l7rated on 
**** ***** *******  under- i:he o t - o v ~ . ~ i . o n s  o f  General  Laws, i:haot.er **** 
i n  . k ] ~ e  5,:at.e n? *******************  

The nr_trrrrcx=.es .for- wh ich  .tiie ::c~u-nou~ak:l..oit i s  for-rned i s  3.5 fo11.01.~~: 

-. 
! a  de./e3.cxo and crrovi.de? ori a 1 iu t - io t - - -n r r~ f  i t  c m ~ e t - a t i ~ e  h a s i s .  
~at - ior . ls  oroat-amr;. .f aci. 1ii:lr-s ar-id c ,e rv -ces  f o r  1 i censed  
commet-cia I. io t?.;,t.er-nien and f ~.stjer-men osera-t. ir ,a i r i  t h e  ***** * * * * 
* * * * * * *   a rea  ni ****************** . .i.ncl.l-tdina., Ihut rloiz 1. imi ted t o :  

"- 
i ~ r -  !.eaz.ir-I(:]. t a l , : . i n ~  b\,/ sift r x r  c2thet-w.ic.e, I-ml.di.ng and 
o o e r a t i n u .  i t -o~n 4 : : i . m ~  t o  . i : i . ~ j ~ r . ,  ~t-m!:)ert\/ arid i a c : i l i t i e - z -  'fcsv- t h e  
\:ariaus coocrer-a t i . \ .~e  PL.I~-PO~ES nj: the  memhers o i  t.he c ~ r - p o r a f - i o n  : 

<-.. 
! b j  ,,~;.\./-cE?c: y:iet-'t;;~i.r'iir',(::~ 'kc (:c:!ol-let-at.ivt lht.t\/i..nq of  :31,.1p@i ies  
~ s ~ - ~ i . ~ : j i n e ~ i . : .  !:je:(r, ve:=.ziel.:s, sl.i!.l ,to cr_~lo~,er-a.ts.ve s e l l . : i . n q  0 f  iiar'd and 

. . 
s o f t  sl.~c:l.l.e?ci .r.ln;l-i ar..lcl c!,i .i:.ni'i.sh cauuht 01.- hat-,vested b\i members.: 

-r .... 
i .:, ) I.! (:n 1. I-) 4 3 r-I ..I D i:. tiit r i3 (1:: .(.. :3 i -I tj .k IT i. r') D s r-I e c e s s a r.v CJ r tu s e i 1-1 1 t o 
3rc j \ / i .de c:orioer-:3.ki..i.e 11er.,e.i::.zs 1zc.1 cneir~Det-.Z 0.1: the col-.porat.ion, 

- .  
I ne c j r~a l . -~  i. r. +,I: l;i>l-i cl ,i,(:j r7o.l: c-:.3L;e :~..n\.l 1.r r - i  l:<i.l~-: hv i aws aiz i.ne t i m e  
- &, p .j, ,,- 1:: ,,- r(i .' - -" 
- ,  - 1 - 1  -: 4 p~:t,+:. :::.t..\ k:] 11) :!.. 'k ': ?fj . 



***   c o n s i s t s  o f  p r n v i d i n q  o n  a c o o o e r a t i v e  b a s i s  t h e  f o l l o w i n a  
s e r v i c e s :  f a c i l i t . i e s  for- d o c k i . n u ,  h a u l i n a ,  l a u n c h i n g  a n d  s t n r i n q  
v e s s e l . % ,  aea t -  etc . ,  t h e  r a n p e r a t i v e  s e l l  i n a  o f  f i s h .  a n d  
f i n a l  l y  , t h e  p r o v i s i o n  o f  a n c i l l a r y  a n d  p r o f e s s i ~ n a l  s e t - v i c e s  
n e c e s s a r y  t o  s u p p o r t  f i s h i n q  o p e r a t i o n s .  T h e  o r a a n i z a t i o n  h o p e s  
to e n a b l e  l o c a l  c n m m e r c i a l  f i s h e r m e n  t o  r e a p  t h e  e c o n o m i c  
b e n e f i t s  r - e s u l  t i . nu  f  r c \ m  a r o u p  o r - ~ a n i z a t i o n  a n d  l a r g e r  e c o n o m i c s  
o f  s c a l e .  T h e  a c t i v i t i e s  a r e  gea r - ed  t o w a r d  h e l p i n g  l o c a l  
f i s h e r m e n ,  p r - i m a r i  l y  l o b s t e r m e n ,  t o  m a i n t a i n  t h e i r  p r e s e n c e  i g  
t h e  * * * * * * ****** .  

S e c t i o n  1.50i ( c )  ( 5  1-1 o f  t h e  Income  Tax  R e g u l a t i o n s  d e s c r i b e s  
o r a a n i z a t i o n s  c o v e r e d  b y  C o d e  s e c t i o n  501!c)(5j a s  l a b o r ,  
a ~ r i c u l t c . 1 r a . 1  and  h o r t i c c t l t u i - a 1  o r q a n i z a t ' . i o n s  t h a t  h a v e  n o  n e t  
e a r n i n u s  i n u r i n g  t o  t h ~  b e n e f i t  o f  arty member  a n d  h a v e  a s  t h e i r  
o b j e c t  t h e  b e t t e r m e n t  o f  t h e  c o n d i t i o n s  o f  n e t - s a n s  e n g a g e d  i n  
t h o s e  pur.;~.tilrs, t h e  i m p r o v e m e n t  o f  t h e  ~ r a d ~  o f  t h e i r  p r o d u c t s ?  
a n d  t . he  d ~ v e l o p m e n t  o f  a h i q h e t -  d e g r e e  o f  e f f i c i e n c y  i n  t h e i r  
r e s p e c t i v e  o c c u p a t i o n s .  

A q r i c ~ t l  t u r a l  a n d  h o r ' t i c ~ t  1 t c r r a l  o r g a n i z a t i o n s  a r e  e x e m p t  a s  
o r g a n i z a t i n n s  d e s c r i b e d  i n  w c t i o n  5 0 i i c j  (5) ii n o  p a r t  o f  t h e i r  
n e t  e a r n i n g s  i n u r e s  to t h e  b e n e f i t  o f  a n y  member a n d  t h e i r  
o b . j e c t i v e s  a r e  .\-.he b e t t e r m e n t  o f  t h e  c o n d i t i o n s  o f  m e m b e r s ?  t h e  
improvenren t .  o f  t h e  o r a d e  o f  t h e i . r  p r o d u c t s .  a n d  t h e  d e v e l o p m e n t  
o f  h i g h e r  e f f i c i e n c y .  A g r i c u l t u r a l  o r g a n i z a t i o n s  a re  t h o s e  
c o n n e c t e d  w i t h  r a i s i n 9  l i v e 5 t o c k  or  c r o p s ?  f a t - e s t r ~ ,  t h e  
c ~ i l t i v a t i o n  o f  i . tsefctl  o r  nrnamer1.l-.a1 p l a n t s ,  a n d  s i m i l a r  
P L I . P S L I ~  ts. 

T h e  p r o d u c t i o n  of f i s h  o r  p r i v a t e l v - a w n e d  fish f a r m s  h a s  b e e n  
h e l d  t o  be a n  a g r i c u l t u r a l  a c t i v i t y  w i t h i n  t h e  m e a n i n g  o f  
I n t e r n a l  h e v e n u e  Code  s e c t i n n  5CrL(cj ( 5 ) .  H f a r m  is a f a c i l i . t : /  
u s e d  p r - i m a r i l v  f a r  the r - a i . s i n u  o f  a q t - i c ~ t l t u t - a 1  pr@duc. tc , .  H 
f a c i l i t y  i n  w h i c h  f i s h  a r c  r a i s e d  f a r  s a l e  is a " f a r m " ,  h o w e v e r ,  
o r d i n a r y  commer-ciai  f i s h e r - m e n  are n o t  far-met-s as s t a t e d  i n  
R e v e n u e  R u  1 i n q  55-61.1, 1.955-2 C .  ti. 27!.>. 

I n  Revenue R u l i n o  74-:L95. 1974-1 C.B.  LS5. a n  o r g a n i z a t i o n  was 
o r g a n i z e d  a n d  o p e r a t e d  f n r  t h e  p u r p o s e  nf  p r o v i d i n g  c o o p e r a t i v e  
m a n a g e m e n t ,  q r a z i . n q  and s e l l  i n a  1 i v e s t o c l c  f o r  its memherr=,. 1.k 
d o e s  n o t  q u a l i f y  f o r  e x e m p t i o n  a s  a n  a g r i c u i t u r a l  o r g a n i z a t i o n .  
The  o r g a n i z a t i o n  p r o v i d e d  a  d i r e c t  b u s i n e s s  s e r v i c e  t o  its 
members .  

* * *  * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  * * *  d o s e  n o t  meet 
the d e f i n i t i o n  o f  f i s h  f a r m i n q .  Your  a r u a n l . z a i ; i o n ' s  m e m b e r s h i p  
is n o t  e n g a g e d  i n  r a i s i n g  f i s h  a s  a c a s h  c r o p  an f a r m s .  Your 
m e m b e r s h i p  c u n s j s t s  o f  l i c e n s e d  c o m m e r c i a l  f . ~ , s h e r m e n / l a b s t e r m e n  
f r o m  * * * * * * * * * * * * * r  a n d  s u r r n u n d i n g  c o m m u n i t r e s .  



iike t h e  o r - a a n i z a t i o n  d e ~ . c r i h e d  i n  Re\.fenc!e F t u l  i n a  741-75, rou t -  
o r o a n i z a t i . o n  is a t - o a n i z e d  a n d  o ~ e r a t e a  p t - i m a r i l v  t o  p r o v i d e  a 
d i r e c t  b u s i n e s ~ .  s e r v i c e  f o r  t h e  m e m b e r s '  e c o n o m i c  b e n e f i t .  You r  
0 1 - o a n i r a t i o n  p r o v i d e s  f a c i i  i t i e s ,  e q u i p m e n t  a n d  m a r k e t i n u  
s e t - v i c e s  f o r  t h e  h a n d l i n g  o f  m e m b e r s '  c i r o d u c t s .  

?'our a r u a n i z a t i o n  h a 3  f a i l e d  t o  meet t h e  r e a u i r e m e n t s  o f  s e c t i o n  
5(1)11 c )  1 5 )  o f  t h e  I n t e r n a l  R e v e n u u  C o d e .  

A c c o r c i i r ~ q  l y  , c o n c l u d e  . t h a t  YOLI d o  n o t  meet t h e  r e q u i r e m e n t s  
f o r  e:.:emat s t a t c r c .  u n d e r  s e c t i o n  5 0 . l ( c j  ( 5 1  o f  t h e  C a d e  a n d  
p r o o o s e  t o  d e n y  y o u r  r e q u e s t  f a r  e x e m o t i o n  u n d e r  t h a t  s e c t i o n .  

We h a v e  a l s o  d e t e r m i n e d  t h a t  v o u  f a i l  t o  q u a l i f y  f o r  e x e m p t  
c . t a t u s  u n d e r  a n y  o t h e r  s c i t c s ec t i . on  o f  IRC S C l l ( c ) .  

Yoc! a re  r e q u i r e d  t o  f i l e  a t a : . : a b l e  r e t u r - n  Form 1120 o r  1 0 4 1  w i t h  
t h e  D i s t r i c t  E i r e c t n r  o f  I n t e r n a l  R e v e n u e  Service. P l e a s e  s e n d  
t h e  r e t u r n  t o  t h e  I n t e r n a l  R e v e n u e  S e r v i c e ,  P.0. Eo:.: 1680, 
G e n e r a l  F ' oc t  O f f i c e ,  B r o o k l y n ,  I\JY 11202. 

It' y o u  d o  n o t  aqree w i t h  t h i s  d e t e r m i n a t i o n ,  y o u  may r e q u e s t  a 
C o n f e r e n c e  w i t h  t h e  R e g i o n a l  D i r e c t o r  o f  A p p e a l s  by p r o t e s t i n g  
i n  a c c o r d a n c e  w i t h  t h e  e n c l o s e d  i n s t r u c t i o n s  w i t h i n  30 d a y s .  

F ' rotest .~ s u b m i t t e d  w h i c h  d o  n o t  c o n t a i n  a l l  t h e  d o c u m e n t a t i o n  
s t a t e d  i n  t h e  i n s t r u c t i o n s  w i l l  be r e t u r n e d  f n r  c o m p l e t i o n .  

I f  we d o  n o t  h e a r  f r o m  you wi.tt7i.n t h a t  t i m e ,  t h i s  d e t e r m i . r , , . . t i o n  
w i l l  b e c u m e  f i n a l  . 

S i n c e r e l y  y o u r s ,  

D i s t r i c t  Director 

E n c l o s u r e :  P u b l i c a t i o n  892 


